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FEDERAL COMMUNICATIONS COMMISSION
Processing guidelines dealing with non-entertainment programming provided by commer- 
cial radio stations and the number of commercial minutes per hour they should 
not exceed have been eliminated by the Commission (see the 2/24/81 Fed. Reg., 
pp. 13888-955). The final rules also remove the community ascertainment require­
ments and the program log keeping requirements for commercial radio stations.
The rule is effective 4/3/81. For additional information contact Roger Holberg 
at 202/632-7792.
GENERAL ACCOUNTING OFFICE
"Internal control systems properly conceived, soundly based, and effectively moni­
tored are the front line defense against fraud, waste, and abuse," according to 
Comptroller General Elmer Staats in a 2/25/81 appearance before the House Sub­
committee on Legislation and National Security, Committee on Government Operations. 
Staats appeared before the Subcommittee concerning Federal Agencies' actions to 
improve audit resolution systems, and at the same time submitted his statement 
offering "enthusiastic support" for H.R. 1526, the "Federal Managers Accounta­
bility Act of 1981," a bill introduced by the Chairman of the House Government 
Operations Committee, Rep. Jack Brooks (D-TX). The bill, if adopted, will amend 
the Accounting and Auditing Act of 1950 to require ongoing evaluations and re­
ports on the adequacy of the systems of internal accounting and administrative 
control of each executive agency.
OFFICE OF MANAGEMENT AND BUDGET
Comments are being sought on a proposed revision to QMB Circular A-102, "Uniform
requirements for grants to State and local governments," and Circular A-110,
"Uniform requirements for grants to universities, hospitals, and non-profit organ­
izations" (see the 2/24/81 Fed. Reg., pp. 13958-60). The revision establishes 
standard language for "assurances" that organizations must submit when applying 
for Federal assistance. The standard assurances would establish consistency 
and uniformity among Federal agencies and eliminate the need for certain documen­
tation requirements for applicants. Additionally, the assurances provide a reference 
for Federal, State and local auditors to certain cross cutting laws applicable to 
Federal assistance programs. The proposal would request Federal agencies to im­
plement the assurances through a standard form. Comments are requested by 4/27/81. 
For additional information contact George Northway at 202/395-4773.
SECURITIES AND EXCHANGE COMMISSION
"Commercial Banks, Trust Departments and Concentration of Power: A Legacy of Glass-
Steagall" is the title of SEC Capital Market Working Paper NO. 5 recently re-
leased by the Commission's Directorate of Economic and Policy Analysis. The 
paper examines the factual evidence bearing on the concentration of economic power 
in the hands of institutional investors and demonstrates that among such investors, 
large banks possess a particularly strong base for exerting economic influence.
Copies of the paper can be obtained from the SEC Office of Consumer Affairs and 
Information Services at 202/523-5360.
"...SAS 30 clings to the teddy bear of financial statement materiality. It provides 
a source of comfort for a profession with financial statements as its focus. But 
that is a source of comfort your clients no longer have in the internal controls 
area. In the end, they will ask more of you as well." These remarks were contained 
in a 2/25/81 address before the College of Business and Economics, University of
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Kentucky, by SEC Commissioner Stephen J. Friedman, on "The Accounting Provisions 
of the Foreign Corrupt Practices Act." Commissioner Friedman stated that "much 
of the fear about the difficulty and expense of compliance is truly ill-founded" 
and then listed three reasons for the debate over the Act’s accounting provisions: 
the mandate of good accounting practices became associated with foreign corrupt 
practices, and a primary concern of the SEC’s Division of Enforcement and the 
Justice Department’s Criminal Division; the dominance of independent auditors 
in the theory and literature of accounting; the "third cause of discomfort is an 
amalgam of the first two and the difficulties that come with reducing accepted 
non-legal principles to precise written rules, putting civil, and in some cases, 
criminal teeth in those rules and hanging them in front of lawyers and accountants 
to shoot at." Earlier in his remarks, Commissioner Friedman stated that he "was 
amused to read in SAS 30 that compliance with the accounting provisions is a 
legal matter." He warned that if the accounting profession continues to "recoil 
from the Act's accounting provisions because this is purely a legal question" 
that clients will look elsewhere for guidance and the SEC will complete what the 
profession decides not to do.
John S.R, Shad, Vice Chairman of the Board of Directors of E.F. Hutton, a major publicly-
held investment banking and brokerage firm, was officially nominated by President
Reagan, on 2/24/81, to complete the unexpired term of SEC Chairman Harold Williams
who is resigning. Confirming recent media accounts, the President also announced 
his intention to designate Mr. Shad to serve as Chairman of the Commission for 
the term which will expire on 6/5/82. Confirmation hearings, when scheduled, 
will be conducted by the Senate Securities Subcommittee, Committee on Banking.
Sen. Alphonse D’Amato (R-NY) is the subcommittee chairman.
Reserve recognition accounting is not feasible for primary financial statements by 
oil and natural gas producers was the conclusion reached by the Commission as it
approved a release on the subject at its 2/24/81 open meeting. The release will 
express the Commission's decision not to require that oil and natural gas producers 
use reserve recognition accounting (RRA). The Commission also agreed to support 
a Financial Accounting Standards Board undertaking to develop a comprehensive 
package of disclosures for oil and natural gas producers. This decision marks the 
end of a three-year experiment by the Commission to develop a new accounting method 
for oil and gas producers. A controversy developed regarding oil and gas accounting 
when the Energy Policy and Conservation Act of 1975 mandated that the SEC adopt 
uniform standards which would be applicable to both SEC filings and those reports 
required by DOE. Presently producers may use one of two methods: The "full cost" 
method, which requires exploration costs be amortized over the life of oil or gas 
reserves, while the "successful efforts" method requires the cost of unsuccessful 
exploration be recognized and charged immediately against earnings. The Commis­
sion, however, stressed that any package of disclosures (FASB) must contain 
value based disclosure or it would direct the SEC staff to develop such a require­
ment.
Supplemental information on the effects of inflation on ongoing operations will be re­
quired for certain large publicly-held companies in statements and reports filed 
with the SEC and shareholders under a recent notice from the Commission (see the 
2/25/81 Fed. Reg., pp. 13988-92). The Commission has adopted amendments to Regula­
tion S-K, the standard instruction for filing forms under the Securities and Ex­
change Acts, to require that certain large registrants meet the reporting require­
ments of FASB Statement No. 33, reporting inflation impact on both a historical 
cost/constant dollar basis and a current cost basis. Companies with inventories, 
property, plant and equipment amounting to more than $125 million or total assets 
amounting to more than $1 billion will be effected by this requirement. Supple-
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mental inflation information will also be required for several specialized industries 
under FASB Statements of Financial Accounting Standards (SFAS)39, 40 and 41. The 
affected industries are; mining, oil and gas (SFAS 39), timber lands and growing 
timber (SFAS 40), and income-producing real estate (SFAS 41). The Commission 
also adopted a "safe harbor" for information on the effects of changing prices 
voluntarily disclosed by registrants, pursuant to Item 12 of Regulation S-K or 
Item 11 which relates to management's discussion and analysis.
SPECIAL: SEN. WILLIAMS REPORTED READY TO REINTRODUCE MUNICIPAL ACCOUNTING BILL
Reintroduction of a bill to "ensure the availability of nationally recognized accounting
and financial reporting standards for State and local governments" could occur
this week, according to a recent contact with the Senate Banking Committee. S.1236,
the "State and Local Accounting and Financial Reporting Standards Act of 1979," 
was introduced in the 96th Congress by Sen. Harrison A. Williams, Jr. (D-NJ) on 
5/23/79. No hearings were held on the bill which was co-sponsored by Sen. William 
Proxmire (D-WS) and Sen. Paul Sarbanes (D-MD). At the time of introduction, Sen. 
Proxmire was Chairman of the Senate Banking Committee and Sen. Sarbanes was Chair­
man of the Securities Subcommittee. Sen. Williams is currently ranking minority 
member of the Banking Committee which is chaired by Sen. Jake G a m  (R-UT). Sen. 
Alphonse D ’Amato (R-NY) is Chairman of the Securities Subcommittee.
SPECIAL: LEGISLATION PROPOSED TO REQUIRE ACCRUAL ACCOUNTING AND ANNUAL REPORTING FOR 
FEDERAL FINANCIAL STATEMENTS
Legislation requiring the Government to prepare and publish annual consolidated financial
statements using the accrual method of accounting was introduced on 2/24/81 by 
Rep. Bill Young (R-FL). According to Rep. Young, "at the present time, the Federal 
Government has no precise idea of how it stands financially because it does not 
compile consolidated financial statements." Accurate annual accounting would 
enable us to bring all Government financial activities together and thereby identify 
the drains on the overburdened taxpayers.
For additional information, please contact Gina Rosasco, 
Jim Kovakas, Nick Nichols or Kathee Baker 
at 2 0 2 /8 7 2 -8 1 9 0 .
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